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Introduction

This chapter explores how foreign aid affects democracy at the sub-national level in Tanzania.  Tanzania, one of the world’s poorest countries, depends heavily on the contributions of foreign donors to fund both its recurrent and capital expenditures.  Indeed, donor assistance accounts for 13% of Tanzania’s gross domestic product.  We argue that this large infusion of external funds substantially alters the relationship between politicians and citizens.  More specifically, we hypothesize that foreign aid allows politicians to disregard their constituents in favor of donors, which in turn creates a citizenry inclined to doubt the benefits of democracy.  We use Tanzanian district development plans, Afrobarometer survey data, and foreign aid data and find that rather than support democracy, donors may be undermining it. 
Tanzania is a propitious country for this analysis for several reasons.  First, aid in Tanzania is concentrated in certain regions, making it possible to divide the country according to how much assistance each region receives.  Second, while there is substantial regional variation in aid flows, the differences are not primarily a function of disparities in sub-national levels of development or ethno-religious differences. Third, political institutions do not vary widely at the sub-national level on mainland Tanzania (i.e., excluding the islands of Pemba and Zanzibar).  Fourth, Tanzania is in the process of decentralizing and sub-national governments are obtaining greater power to design aid projects.  Lastly, Tanzania is one of the world’s largest aid recipients, and aid is the government’s largest source of finance.  

The core hypothesis we test in this chapter is that sub-national governments in Tanzania receiving larger aid flows will be less responsive to citizen demands than those receiving less aid.  The mechanism driving this relationship is that donor influence at the local level crowds out the ability of citizens to participate meaningfully in local government.  This leaves local governments attentive to donors, and local citizens disillusioned with democratic government.  We explore each side of this phenomenon in the five sections.  In the next section we review the literature that links aid with the erosion of democratic institutions.  In section two we present political and economic data from Tanzania.  We use data on public opinion and aid flows in the next section to examine the relationship between aid flows and perceptions of democracy.  In the fourth section we employ district development plans to document the relative power of donors and citizens at the local level.  

 I. Aid and Political Institutions
Studies that explore the effects of aid on the domestic politics of recipient countries are surprisingly few (Burnell 2003; p.1).  Of course donors tend to view aid programs as essentially, unless they tied to specific conditions related to political reform (Boyce 2002).  One result of this narrow view is that the vast majority of studies investigating the political impact of external assistance programs examine only that (small) portion of aid directly targeting political reform.
  And of these relatively small democracy promoting aid streams, scholars have found – we think unsurprisingly – that such efforts have been relatively ineffective (Crawford 2001; Stokke 1995).  Burnell (2003) highlights our extremely shallow knowledge in the area of the political impact of aid by listing twenty-three questions on this subject that have not been addressed including basic questions such as how foreign assistance affects distribution of political power, political stability, government responsiveness, demands on the government, and political opposition.
  
More recently, scholars have begun to question donor assertions that aid can be apolitical (Burnell 2003).  Building on studies that examine politics as the result of states’ fiscal needs, some studies now recognize that aid is indeed profoundly political because of its significant effects of decisions regarding government staffing, taxation, and even civil rights (e.g., Brautigam 2001; Knack 2001; Knack and Rahman 2003.  As intriguing as this work is, most of it is hampered by its macro level data (Mackinnon 2003).  But we can derive two general causal paths for how aid, rather than encouraging democratic reform, is likely to undermine it.  First, foreign assistance can be a source of patronage.  Second, aid conditions can force recipient governments to treat donors as their primary constituency.  

Aid as Patronage 
One theory that advances why foreign aid may erode democratic institutions emerges from fiscal theories of the state.  These theories argue that the shape of political institutions reflects government need for revenue ((e.g., Bates 2001; Bates and Lien 1985; Herbst 2000; Levi 1988; North and Weingast 1989).  According to this position, a government has an incentive to defer to its citizens’ policy preferences when it is dependent on them for revenue.  Alternatively, when this is not the case, the government has little incentive to defer to its citizens’ policy preferences (Moore 1998).  

Fiscal theories of the state have been employed to examine the political consequences of decentralization, politics in rentier economies (economies with substantial, valuable, and easily exploitable natural resources, such as diamonds, gold, or oil), and the political impact of foreign aid.  Consistent with hypotheses suggested by these contentions, scholars have demonstrated that local governments that rely on transfers from the national government for revenue are more corrupt and less responsive to their constituents’ needs than local governments that raise revenue from their own populace (Treisman 2000).  Along the same lines, scholars have shown that rentier economies encourage authoritarian political institutions, high levels of corruption, and opaque legal systems (Karl 1997; Ross 2001; Sachs and Warner 1995; 1997).  Coolidge and Rose-Ackerman (1997) and Moore (1998) argue that foreign aid may be an impediment to democracy by equating it with valuable natural resources.  Specifically, these scholars argue that because aid can free governments from the need to collect revenue from their citizens, aid may reduce pressure on governments to be accountable to their citizens for how resources are used.  At the extreme, aid could be used to reverse accountability from voters to representatives if office holders are able to use aid to purchase political loyalty.

Donor as Constituency 

Principal agent theory generates the second theoretical approach to explaining why aid can undermine democracy (e.g., Lupia and McCubbins 1998; 2000).  A principal is an individual with the authority to delegate power (i.e., “the boss”) and an agent is the individual to whom the principal delegates (i.e., “the employee”).  An example of a principal-agent relationship is the owner of a business hiring an accountant to manage the company’s finances.  In a delegation relationship, the agent attempts to maximize his or her return (i.e., the accountant’s income) subject to the constraints and incentives offered by the principal while the principal seeks to maximize his or her return as well (i.e., company profits).  

Donors and recipients have a contractual relationship because donors provide recipients financial resources in return for certain reforms.
  Because the relationship between donors and recipients is contractual, delegation theory has become the standard method for modeling aid conditions (e.g., Bird 2003; Dixit 2000; Drazen 2001; Khan and Sharma 2003; Killick 1997).  Scholars tend to use two types of delegation models.  The most basic models consider the donor as the single principal of the government and treat conditions as constraints to the government’s utility function.  More realistic models recognize that aid recipient governments are delegated authority from two sets of principals (Khan and Sharma 2003; Makinnon 2003).  First, citizens of aid recipient countries delegate to their governments the authority to govern; if the government cannot implement policies that are satisfactory to maintain sufficient popular support, it will lose its authority.
  Second, donors delegate to aid recipient governments the authority and resources to implement aid projects conditional on certain policy reforms; if the recipient government does not implement the reforms, donors may cut off the flow of aid.  Thus, recipient governments confront “multiple principals”.  When agents serve multiple principals with conflicting demands, agents can be expected to comply with the least costly or most profitable demand (Makinnon 2003). 
  This is nearly always the donor’s demand.
The problem of multiple principals clarifies the challenge faced by aid recipient governments (Ndulu 2002; UNCTAD 2001).  On the one hand, because governments typically seek foreign aid to fill fiscal and/or external deficits when they are unable to borrow on capital markets (for example by selling bonds or borrowing from commercial banks), aid donors are likely to prefer policies that will reduce the need for aid in the future (Bird 2003; Khan and Sharma 2003).
  Consequently, donor conditions typically require smaller government budgets and/or that aid finance public goods, such as education and health care that encourage economic growth (Bird 2003).  On the other hand, while donor conditions may be in the long-term interest of the country, they nevertheless remove the ability of the citizens in recipient countries to participate meaningfully in the policy making process.  Recent donor conditions, such as requiring citizens to participate in shaping donor policies and government report cards, does not alleviate the core dilemma that citizens and donors often have divergent policy preferences (Craig and Porter 2003; Smillie 2003).
  
Consequently, two sets of incentives conspire against the political inclusion of the citizenry in an aid recipient country: aid can be used as a rentier resource, and recipient governments must appease the demands of the donor first.  Both of these sets are found in the case of Tanzania.
II. Tanzania 

Political Institutions in Tanzania

Until the year 2000, Tanzania was a highly centralized country.  At the national level, Tanzanian’s directly elect a president and elect members of Parliament in single member districts.  Since the Union of Tanganyika and Zanzibar, Tanzania has been ruled by a single party, Chama cha Mapinduzi (Party of the Revolution).  Because of CCM’s dominance, because the President is also the chair of CCM, and because people who wish to run for Parliament for CCM must get approval from the party, in practice, the president if far more powerful than the Parliament.   

Tanzania is divided into 25 regions (roughly equivalent to states in the US).  Regions are composed of districts and there are 125 districts in Tanzania (roughly equivalent to counties) and districts are divided into wards.
  Sub-nationally, Tanzanian’s elect a councilor at the ward level and the ward councilors comprise the district council.  The mayor (or more appropriately, Chairperson of the Council) is elected by the ward councilors.  There are no regional elections.

The central government imposes a substantial amount of political authority over district governments.  First, all civil servants are hired by the central government (specifically, between the Ministries of Regional Administration and Local Government and the various function ministries, e.g., health, education).  Second, the president appoints a District Executive Director to supervise the civil servants and a District Commissioner who is in charge of representing the policy interests of the central government in the district.  Third, each ward and village has an executive officer appointed by the district executive director.  Fourth, district governments are highly constrained in the revenues they can collect.          

Tanzania is currently going through a process of decentralization.  Until 2000, district councils had no independent authority.  In 2000, the central government developed limited authority to district councils over the development budget of the council (the central government still controls the recurrent budget).  Specifically, districts now submit their own development budgets to Parliament.  However, in practice, district governments are highly constrained in planning their development budgets.  First, the districts develop their budgets from a menu of choices provided by the central government.  The central government lists priority area expenditures that they are going to fund at the local level; districts that do not submit projects in these areas are not likely to be funded.  Second, district councils only have authority over projects and some sources of revenue; district governments have no legislative or judicial authority.  Fourth, district governments are encouraged to submit far more development proposals than the central government is willing to fund.  Consequently, the central government chooses which district projects it will fund.

National Economic Development  

Tanzania is by far one of the poorest countries in the world.  In 2004, Tanzania ranked 162 out of 174 in the UNDP’s Human Development Report.  In 2002, Tanzania had a per capita GDP (at purchasing power parity) of $580 ($290 in current dollars); of the countries surveyed in the Human Development Report, only Sierra Leone had a lower per capita GDP.  Life expectancy in Tanzania is 43.5 years, three years less than the average for sub-Saharan Africa and 6 years less than the average for Low-Development countries.  Close to half the population born after 2000 is not expected to reach age 40.  Not surprising, because of its poverty, Tanzania is one of the largest recipients of foreign aid.  In 2002, aid was 13% of GDP, more than twice the average for sub-Saharan Africa and more than four times the average for all developing countries.  This sub-section first describes variation in sub-national development in Tanzania.  The next sub-section describes sub-national finance in Tanzania.  The third section discusses the design of political institutions in Tanzania.  

Variation in Sub-National Development in Tanzania

While Tanzania is a very poor country in general, there is enormous regional variation.  The table below shows mean income, literacy rates, access to electricity, net enrolment rates, and average prices for maize, the main staple food, as a measure of transactions costs, for the twenty regions of mainland Tanzania:
	Sub-National Development Indicators for Tanzania in 2001



	 
	Mean Per Capita GDP
	Literacy Rates
	Percent of Houses with Access to Electricity
	Net Enrollment
	Maize 

($ per kg)

	Arusha
	309
	78
	11
	53
	1.97

	Coast
	273
	61
	6
	56
	2.43

	Dar es Salaam
	612
	91
	59
	71
	2.73

	Dodoma
	275
	66
	6
	58
	1.92

	Iringa
	288
	81
	6
	76
	1.83

	Kagera
	211
	64
	2
	59
	4.01

	Kigoma
	185
	71
	6
	48
	2.17

	Kilimanjaro
	263
	85
	18
	81
	2.05

	Lindi
	244
	58
	5
	44
	2.51

	Mara
	206
	76
	10
	62
	2.77

	Mbeya
	260
	79
	9
	69
	1.95

	Morogoro
	276
	72
	10
	61
	2.32

	Mtwara
	349
	68
	5
	59
	2.19

	Mwanza
	263
	65
	5
	52
	2.51

	Rukwa
	129
	68
	4
	61
	1.90

	Ruvuma
	253
	84
	5
	63
	1.92

	Shinyanga
	254
	55
	3
	46
	2.26

	Singida
	148
	71
	5
	61
	1.82

	Tabora
	266
	65
	4
	55
	2.12

	Tanga
	183
	67
	7
	50
	2.23

	Average
	262
	71
	9
	59
	2.28


Within-country variation is quite large.  Literacy rates, for example, range from 91% in Dar es Salaam to 55% in Shinyanga and incomes are four times higher in Dar es Salaam than in Singida (for comparison, the wealthiest states in the U.S. have incomes that are about twice as large as the poorest states).  Finally, the variation in Maize prices ($1.82 to $4.01) reflects the practical implications of the poor state of infrastructure in the country.

The table below shows aggregate measures of development from the UNDP’s 2002 Tanzania Human Development Report.  The indices differ because one is inclusive of income and one is exclusive of income.  Because Tanzania is an overwhelmingly agricultural and rural country, regions that are remote but agriculturally productive, notably Mwanza and Rukwa, appear much more developed (relatively speaking) when income is excluded from measures of development, primarily because people in these regions are healthier than we would predict given their level of income.  The range of the measures is quite stunning: close to four standard deviations separate the region with the highest income-included development (Dar es Salaam) and the least developed region, Kagera.  The range is somewhat higher for the development index that excludes income: 4.5 standard deviations separate the most developed region (Dar es Salaam) from the least developed region (Rukwa and Sinhyanga).  
	Development Indices in Tanzania



	 
	Development Index Including Income
	Development Index Excluding Income

	Arusha
	0.54
	0.70

	Coast
	0.45
	0.55

	Dar es Salaam 
	0.73
	0.79

	Dodoma 
	0.43
	0.62

	Iringa
	0.51
	0.63

	Kagera
	0.42
	0.49

	Kigoma
	0.42
	0.63

	Kilimanjaro
	0.60
	0.77

	Lindi
	0.41
	0.53

	Mara
	0.45
	0.60

	Mbeya
	0.54
	0.71

	Morogoro
	0.46
	0.66

	Mtwara
	0.49
	0.63

	Mwanza
	0.41
	0.61

	Rukwa
	0.39
	0.61

	Ruvuma 
	0.50
	0.70

	Shinyanga
	0.39
	0.58

	Singida
	0.47
	0.70

	Tabora
	0.49
	0.62

	Tanga
	0.45
	0.59

	Average
	0.48
	0.64

	Standard Dev.
	0.08
	0.08


The table below ranks the regions from the two indices.  Notice that income causes the rankings to change rather substantially.  Eight of twenty regions shift by four spaces or more: Coast and Kigoma regions shift seven spaces, Rukwa region shifts six spaces, Iringa region shifts five spaces, Kagera, Mwanza, Singida, and Tanga  regions shift four spaces   

	Ranking of Regions in Tanzania (Poorest to Least poor)



	
	Income-Based
	Non-Income Based

	1
	Rukwa
	Kagera

	2
	Shinyanga
	Lindi

	3
	Lindi
	Coast

	4
	Mwanza
	Shinyanga

	5
	Kagera
	Tanga

	6
	Kigoma
	Mara

	7
	Dodoma
	Rukwa

	8
	Mara
	Mwanza

	9
	Tanga
	Dodoma

	10
	Coast
	Tabora

	11
	Morogoro
	Iringa

	12
	Singida
	Mtwara

	13
	Tabora
	Kigoma

	14
	Mtwara
	Morogoro

	15
	Ruvuma
	Ruvuma

	16
	Iringa
	Singida

	17
	Arusha
	Arusha

	18
	Mbeya
	Mbeya

	19
	Kilimanjaro
	Kilimanjaro

	20
	Dar es Salaam
	Dar es Salaam


Because a substantial part of the population consists of subsistence farming (agriculture is 45% of GDP in Tanzania and employs about 80% of the population), the income-based development indices are biased towards more urban regions (or biased against remote but agriculturally productive regions) and the range of development index is higher when including income.  As a result, for our analyses we use the non-income measures of development.  

Sub-National Finance in Tanzania

While sub-national governments in Tanzania have the authority to raise local revenue, about 95% of all revenue to sub-national governments comes from central government transfers or directly from aid donors.  Central government transfers are divided into recurrent transfers and development transfers.  Recurrent transfers primarily are used for salaries and other perquisites (e.g., training, vehicle maintenance) and compose about 90% of all transfers.  Aid donors also provide small amounts of finance directly to local governments (mainly for local projects), but neither donors nor the Government of Tanzania have gathered this data in a systematic way.  Donors provide only development transfers to districts; donors do not provide recurrent transfers to sub-national governments.
  

The fiscal theory of the state that we discussed previously argues that government-citizen relations are closely linked to sources of government finance.  For this reason, government transfers can be viewed as analytically equivalent to aid because local governments do not have to raise these resources from their own citizens.  In addition, foreign aid is a much larger source of finance than domestic taxes: consumption and income taxes are less than 10% of GDP, while about half of sub-national transfers come from donors.

The scatter plot below shows the relationship between recurrent transfers and level of development in 2001 for regions in Tanzania.  Excluding Dar es Salaam, the region of the country’s commercial capital and by far the region with the highest per capita GDP, levels of development and transfers have a fairly strong positive correlation (0.45).  As a consequence, we have serious reasons to doubt that the central government targets underdeveloped regions for transfers (or that they are independent of levels of development).
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Data on Perceptions of Democracy

Data on perceptions of democracy come from Chaligha, et al. 2002, also known as the Tanzania Afrobarometer survey.  The Tanzania Afrobarometer survey has close to 2200 respondents and examines citizens’ attitudes towards democracy, perceptions of the quality of the current government, and the consequences of democracy from the point of view of the respondent.  The survey was conducted in all 25 regions in Tanzania and contains approximately 250 questions.  For mainland Tanzania (i.e., excluding the five regions on the islands of Pemba and Zanzibar), the survey has about 100 responses per region.  We exclude Pemba and Zanzibar from our analysis because these islands have greater political autonomy and more religious conflict than the regions on the mainland.

The Afrobarometer survey contains numerous questions concerning citizens’ perception of their government.  The range of questions in the survey is quite broad and covers perceptions of corruption, trust, bureaucratic quality, adherence to the rule of law, various aspects of democracy, perceptions of government policies, and the quality of the democracy compared to previous regimes.  The survey also contains demographic data on the respondent on age, gender, household income, level of education, religion, and ethnicity.   

The fiscal theory of the state hypothesizes that governments less dependent on their citizens to raise revenue should be better able to ignore their needs.  To test this hypothesis we need questions that identify general perceptions of representation and satisfaction with democracy.  Although the range of questions we could use in theory is quite large, only a small number of questions from the dataset are pertinent to answering the question of how aid affects perceptions of representations.  First, only a small number of the questions deal directly with the perceptions of citizens towards democracy.  While rule of law, bureaucratic quality, and corruption typically are correlated with democracy, there is no clear hypothesis that can be derived from the fiscal theory of the state for them.  Second, many questions in the survey about democracy ask respondents to compare the current system of government to prior regimes and/or probe citizen perception of the attributes of democracy (e.g., political competition, elections, representation).  Third, many of the questions ask respondents to identify problems from a list of choices or ask specific questions about the respondent and as a result, are specifically designed to elicit responses from the individual’s point of view.  After taking into consideration these factors, we were able to identify four questions that our theory should be address:

Question 29: As a community, we are generally able to make our elected representatives listen to our problems?  (1 = Representatives Listen to 5 = Representatives do not Listen)

Question 33: In your opinion, how much of a democracy is Tanzania today?  (0 = Not a Democracy to 3 = Full Democracy)

Question 42D: Is the ability of ordinary people to influence improving or declining compared to the previous regime? (1 = Much Worse to 5 = Much Better)

Question 44: How satisfied are you with the way democracy works in Tanzania? (0 = Not a Democracy to 4 = very satisfied)

The table below shows the mean and the standard deviation for these four questions by region for mainland Tanzania and the overall average for the country.  We would like to call attention to two implications suggested by the data.  First, the regional variation is quite large, covering close to one point on a four to five point scale for most questions (i.e., ranging from somewhat satisfied to somewhat dissatisfied).  Second, the standard deviation within regions is typically about one point on a four or five point scale.  For example, the table below says that the national average for the question how much of a democracy is Tanzania (on a scale from 0 to 3) is 1.7; this corresponds to “problems but still a democracy”.  The national standard deviation is 0.9, suggesting that two-thirds of the population lies in the interval “major problems but still a democracy” to “full democracy.”  The dispersion becomes even larger when we examine the data by region.  On two of the three five-point questions, the range of responses in close to a full point (on the four-point question, the range is about 0.6).  The data suggest that within-country variation is worthwhile examining and also casts some doubt concerning the implications one can draw from a single aggregate measure of democracy in any country, or using other measures such as Polity or Freedom House indices.  The range of standard deviations is quite large as well: on all questions, the lowest regional standard deviation is about half the highest regional standard deviation   

	Regional Variation in Perceptions of Democracy



	
	Do Representatives Listen? (1 to 5)
	How Much of a democracy is Tanzania? (0 to 3)
	Can Ordinary People Influence Government?  

(1 to 5)
	How Satisfied are you with Democracy? 

(0 to 4)

	Arusha
	1.7
	0.8
	1.8
	1.0
	3.5
	1.1
	2.7
	1.0

	Coast
	2.3
	1.1
	1.4
	0.9
	2.7
	1.2
	2.6
	0.8

	Dar es Salaam 
	1.9
	1.2
	1.6
	0.9
	2.9
	1.0
	2.7
	0.9

	Dodoma 
	2.2
	1.1
	1.5
	0.9
	2.8
	1.3
	2.7
	0.7

	Iringa
	1.4
	0.8
	1.6
	0.7
	2.9
	1.1
	2.8
	0.7

	Kagera
	1.7
	1.2
	1.8
	0.8
	2.9
	1.5
	3.0
	0.8

	Kigoma
	1.7
	1.0
	1.7
	1.0
	3.9
	1.0
	2.9
	1.0

	Kilimanjaro
	1.6
	1.0
	2.0
	1.0
	3.4
	1.3
	2.9
	0.8

	Lindi
	2.3
	1.1
	1.7
	0.9
	2.9
	1.3
	2.7
	0.8

	Mara
	1.7
	1.1
	1.7
	0.9
	2.9
	1.3
	3.1
	0.6

	Mbeya
	1.5
	0.9
	1.7
	0.8
	3.3
	1.0
	2.8
	0.8

	Morogoro
	2.2
	1.1
	1.7
	0.9
	2.5
	1.3
	2.8
	0.8

	Mtwara
	2.4
	1.3
	1.6
	1.0
	2.9
	1.3
	2.8
	0.8

	Mwanza
	1.8
	1.1
	1.9
	0.8
	2.7
	1.3
	3.1
	0.8

	Rukwa
	2.0
	1.1
	1.8
	0.6
	3.4
	1.1
	2.9
	0.6

	Ruvuma 
	1.3
	0.7
	1.5
	0.7
	3.2
	0.8
	2.4
	0.9

	Shinyanga
	1.9
	1.3
	1.9
	0.8
	2.7
	1.3
	3.0
	0.8

	Singida
	1.7
	0.9
	1.8
	0.8
	3.5
	1.2
	2.9
	0.8

	Tabora
	1.6
	0.9
	1.9
	0.9
	3.9
	1.1
	2.9
	1.0

	Tanga
	2.4
	1.2
	1.6
	1.0
	2.9
	1.4
	2.7
	1.0

	Average
	1.8
	1.1
	1.7
	0.9
	3.1
	1.3
	2.8
	0.9


III. Empirical Tests

This section presents empirical results using the survey data and sub-national transfers.  Because we are working with survey data and because we have only one year of transfers, it is important to note that our tests are crude and can only be see as suggestive.  In addition, because we have only 20 observations, the available tests are quite limited.  Nevertheless, we do find evidence that shows citizens living in regions of Tanzania that receive more transfers are less satisfied with democracy than people who live in regions that receive more transfers.  The table below shows the correlation between transfers and perceptions of democracy in all regions of mainland Tanzania, excluding Dar es Salaam.
  We exclude Dar es Salaam because the region receives practically no transfers.
	Correlation Between Recurrent Expenditures and Perceptions of Democracy



	Question
	Recurrent Expenditures Per Capita

	Do Representatives Listen?
	-0.23

	How Much of a democracy is Tanzania? 
	-0.43

	Can Ordinary People Influence Government?  
	-0.02

	How Satisfied are you with Democracy? 
	-0.47


On two of the four questions (how much of a democracy is Tanzania and how satisfied are you with democracy), there is a strong negative correlation between perceptions of democracy and transfers.  There is a moderate correlation (-0.23) between transfers and perceptions of whether representatives listen and practically no correlation between whether people feel they can influence government and transfers.  

While the results above suggest some modest evidence to support our theory, as we noted previously, there is a positive correlation between transfers and level of development. Consequently, we present partial correlations with transfers and perceptions of democracy holding the level of development constant.  
The partial correlations are consistent with the results from the full correlation.  There is a strong correlation between transfers and perceptions of how much of a democracy is Tanzania and how satisfied people are with democracy.  There is a moderate correlation (-0.21) between transfers and whether people feel they can influence government and a very low correlation between transfers and perceptions of whether representatives listen.  
	Correlation Between Recurrent Expenditures and Perceptions of Democracy Holding Level of Development Constant



	Question
	Recurrent Expenditures Per Capita

	Do Representatives Listen?
	-0.11

	How Much of a democracy is Tanzania? 
	-0.56

	Can Ordinary People Influence Government?  
	-0.21

	How Satisfied are you with Democracy? 
	-0.44


While the data above suggest that aid flows may be undermining satisfaction with democracy, the results above cannot distinguish between the two hypotheses that link aid and politics (aid as patronage versus donor as constituent).  In order to determine which hypothesis is operative at the local level, we must examine the process of policy making at the local level.

IV. District Development Plans  

This section directly examines the influence of donors at the local level using district development plans.  District development plans are a unique way to test the power of donors at the local level for three reasons.  First, donors developed the idea of district development plans as a way of coordinating development policy at the local level.  In so doing, donors formalized their position to influence local governments.  Second, the stakeholder’s analysis in each development plan allows us to understand the diversity of preferences at the district level.  Third, by comparing the stakeholder’s analysis with what councils fund, we can determine who has power at the local level.  For the purposes of this paper, we only examine the role that donors have created for themselves at the local level and compare it to the power of the average citizen at the local level because this analysis is sufficient to show that donors are undermining the authority of citizens; or that donors are a far more powerful constituency than citizens. 

The process of policy making at the local level demonstrates clearly that citizens have no direct ability to influence politics at the local level.  Most important, citizens are constrained by agenda-setting power: they may only suggest projects (as opposed to policy issues such as local taxes) and the projects must be at the village (or in some cases) ward-level.  Even within the narrow scope where citizens can in theory influence district development plans, citizens face a very difficult process for successfully advocating their own projects.  For any “grass-roots” project even to be considered for funding by the district council or the national government, the project must favorably pass through three steps.  First, projects must be approved by the village council.  Second, the project must be approved by the Ward Development Committee (a committee organized of village chairpersons, village executive directors, the ward executive director, and the ward councilor).  Half of the Ward Development Committee is composed of officials appointed (indirectly) by the central government (the ward and village executive directors) and half are elected (village chairs and the ward councilor).  Consequently, the power of the constituent is diluted by the interests of the central government (as transmitted by the District Commissioner and District Executive Director).  Third, projects that are approved by the Ward Development Committee then go to a vote at the District Council.

Compared to citizens, donors have the direct ability to influence projects at the district level because of the district development plans.  Specifically, the district development plans mandate that prior to the council submitting its budget to the parliament, the government must hold meetings with all major stakeholders at the local level.  At these meetings, donors represent themselves while constituents are represented by district councilors.  Donors have substantial authority over representatives of citizens at these meetings for two reasons.  First, because donors represent themselves, donors have no collective action problem.  Second, because donors operate at the district-level, they tend to focus on district-wide projects whereas constituents are forced by the law to focus only on projects at their village.  As a consequence, each donor is able to bring attention to the council its own priorities for district development while citizens must compete with each other but are restricted to village-level problems.  

The above comparison between the power of donors and the power of citizens at the local level presents strong evidence that donors are discouraging citizen involvement in local politics for three reasons.  First, citizens must pass through three steps to have their projects approved by the district council whereas donors must only pass through one step.  Second, citizens need to solve collective action problems because the Village Council and the Ward Development Committee must approve all projects before they are forwarded to the council whereas donors face no collective action problem because each donor is represented at the district-level.  Third, citizens are required to focus only on village (or ward) projects whereas donors have the ability to influence any area where the district council has jurisdiction.  For these reasons, the evidence suggests that donors are a far more powerful constituency in districts where they operate than citizens are.     
V.  Conclusion
This is a nice, short conclusion so as to be considerate of my WGAPE friends.  This chapter has used survey data, sub-national data on transfers, and district development plans to determine how foreign aid affects local politics in Tanzania.  While the public opinion data is fairly crude and the sample size is small, we do find suggestive evidence to support our theory.  Moreover, an analysis of district development plans shows how donors have used the procedure for developing local policy to crowd-out the ability of citizens to participate effectively in local government. 
� Crawford (2001) reports that for major bilateral donors (EU, UK, and US), political aid is generally less than 5% of total bilateral aid.  Multilateral donors do not allocate aid aimed specifically at political reform.


� The following is a sample of Burnell’s questions that have not been addressed: (5) How does aid affect the distribution of power and relationships between state institutions at the centre, in the regions and in the localities?; (6) How does aid affect political stability?; (8) How does aid affect the representativeness, inclusiveness and accountability of the political regime?; (9) How does aid affect the authority and effectiveness of the government?; (10) How does aid affect the rule of law and the balance of power between the executive and any formal and informal agencies of constraint?; (11) How does aid affect the administrative efficiency of state institutions?; (13) How does aid affect the articulation of demands on government?; (15) How does aid affect civil society and the state’s relationship with civil society?; (17) How does aid affect political support for the government and for the political opposition?; (23) What is aid’s impact on who gets what?


� For example, governments sign Letters of Intent with the IMF stating the policies the government will implement in return for the provision of aid.


� While it is possible governments can govern partially through coercion, since the end of the Cold War, donor tolerance for human rights abuses has declined dramatically (Crawford 2001).  As a consequence, we ignore the possibility that foreign aid can support coercive regimes.  Moreover, coercion is never a stable policy equilibrium; even the most coercive regimes need to placate some selectorate (e.g., the military) in order not to be overthrown.   


� If the preferences of donors are the preferences of the citizens of aid recipient countries, the problem of multiple principals ceases to exist.


� Vreeland (2003) argues that countries may seek foreign aid in the absence of large deficits when attempting to implement difficult reforms but this is a small minority of the cases because Vreeland’s analysis applies only to the IMF, a relatively small source of foreign aid, not bilateral donors or the World Bank, who provide more than 90% of annual foreign aid.   


� In section five, we use the stakeholders’ analysis from district development plans to show the degree of concordance between donor interests and constituent interests.


� Wards are further sub-divided into villages and each village elects a village council.


� Personal communication with Philipina Malisa, Assistant Commissioner, External Finance Department, Tanzania Ministry of Finance. 


� We do not use regression analysis because the dependent variables (various perceptions of democracy) is an averaged ordinal variable.  Consequently, we could not use either OLS or probit/logit-type regressions. 





